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At the recent summit meeting of the Southern Cone Common Market (MERCOSUR) in Buenos
Aires, Argentina, member countries for the first time focused on issues other than trade integration.
In mid-July, Chile and Brazil agreed to a timetable for negotiations to bring Chile into full
membership in the MERCOSUR trade group.

Presidents tout rebirth of group
At the June 30 MERCOSUR summit, the presidents of the member countries (Brazil, Argentina,
Uruguay, and Paraguay) agreed to move toward common macroeconomic policies and supported
new social commitments, encouraged by signs of economic recovery in Argentina and Brazil. "
After all the skepticism and uncertainty caused by the problems we all know about, we decided to
move forward and make our bonds still stronger," said Argentina's President Fernando de la Rua,
who handed over the six-month temporary presidency of MERCOSUR to Brazil. Nevertheless, the
"rebirth" of MERCOSUR proclaimed prior to the summit was marred by the failure to agree on the
most difficult trade questions and especially by the postponement of a final agreement on phasing
out remaining restrictions on trade in cars and parts.
During four days of intense negotiations, Argentine and Brazilian officials tried to convince the other
members to accept the bilateral accord their countries signed in March (see NotiSur, 2000-03-31).
That agreement, to remain in effect from Aug. 1, 2000, to Dec. 31, 2005, will impose a 35% duty the
highest allowed by the World Trade Organization (WTO) on cars imported from outside the bloc.
The high tariff is meant to encourage automakers to locate in the region. Uruguay, however, wants
to maintain a 23% tariff on cars imported from outside the bloc, and wants other preferential
benefits it says it needs to survive given the enormous difference in size between it and the two most
important MERCOSUR members.
Uruguay has a population of 3.2 million, while Argentina has 37 million and Brazil more than
166 million. Brazilian Foreign Minister Luiz Felipe Lampreia said Uruguay is "asking for too
much." Uruguayan President Jorge Batlle said he was still satisfied with the results of the summit,
citing progress between Argentina and Brazil on several issues, the adoption of the social
recommendations, and Chile's move to become a full member.
Despite failure to agree on tariffs for cars and parts, the presidents of the member countries, plus
the presidents of associate members Bolivia and Chile, signed the long-shelved MERCOSUR Social
Charter.
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The document expresses the presidents' commitment to overcome poverty and social
marginalization, especially for minorities and women. It is the first declaration of its kind since
MERCOSUR was created nine years ago. "Economic development and regional integration can
only be achieved within a context of justice and social equity," reads the document. "Growth is a
necessary but insufficient condition for eradicating poverty and exclusion." The document indicates
"a major shift in our perception of MERCOSUR, because in the past we only talked about tariffs,
and today we are turning our attention to the needs of our people," said Brazil's President Fernando
Henrique Cardoso.

Chile moves closer to full membership
In mid July, Chilean President Ricardo Lagos made a three-day visit to Brazil, during which the two
presidents announced the agreement on negotiations to secure Chile's membership in the trade
bloc. "Chile will be a full MERCOSUR member," Brazil's Foreign Minister Luiz Felipe Lampreia
said after meeting with Lagos. "MERCOSUR will gain a natural partner, a historic ally." Issues to
be negotiated include Chile's adoption of MERCOSUR norms on anti-dumping, mechanisms for
solving trade disputes, and macroeconomic convergence.
For the time being, the talks will not include the different levels of external tariffs, which could be
resolved during the next five to 10 years. "Brazil is thinking of reducing its tariff at some time, but
we don't know exactly when," Lampreia said. "It will not be a unilateral or hurried decision that
exposes Brazilian industry to competition without a gain."
Chile's external tariffs, at 9% and set to go to 6% by 2003, are lower than MERCOSUR's, which range
from 10% to 30% for imports from outside the bloc. This has been an obstacle to an agreement, but
MERCOSUR members now appear willing to gradually lower their common external tariff until it is
as open as Chile's.
But Cardoso said that Brazil would not rush into cutting levels of protection too quickly and risk
killing off industry. "We aren't going to reduce tariffs just to fire thousands, and in Brazil's case
millions, of people," said Cardoso. "We aren't going to do it in such a way that we can't attend to the
needs of our productive sector at the same time."
Chilean Finance Minister Nicolas Eyzaguirre said the next step is to agree on a calendar for the
tariffs of the other MERCOSUR countries to be reduced to Chile's level of 9%. Eyzaguirre said that
after Chile becomes a full member, it will have a period of autonomy regarding trade, while the
other countries are adjusting their tariffs.
During that period, Chile will be free to negotiate trade agreements with other countries or blocs.
Officials said they hope the negotiations with Chile can be completed by December when Brazil
will host a MERCOSUR summit in the southern town of Florianopolis at the end of its presidency.
However, in late July, Osvaldo Rosales, Chile's director of international trade at the Foreign
Ministry, said he expected full integration into MERCOSUR would take five years.
After he returned to Chile, Lagos urged more formal dispute-settlement mechanisms within
MERCOSUR. "MERCOSUR is much more than just a customs union," said Lagos on July
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14. "Integration is not just about lowering duties, we have to institutionalize the treatment of
controversies and work toward a convergence of our economic policies." (Sources: Inter Press
Service, 07/04/00; CNN 07/13/00; Reuters, 06/30/00, 07/13/00, 07/14/00; Xinhua, 07/08/00, 07/14/00;
Spanish news service EFE, 07/10/00, 07/25/00)
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